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SEATTLE
Chapter member, Doris Parks, CPA,
spoke at the July meeting on “Cost Ac
counting For Foods.” In October, chapter
members presented a panel discussion on
“Theoretical Problems in Accounting.”
The chapter Study Group, under the chair
manship of Doris Parks, presented its first
session on Inheritance Taxes. The discus
sion was led by Genevieve Flynn.

nue Service, spoke on the Social Security
Act Amendments of 1950 and the Revenue
Act of 1950. Following this talk Mr. Kelley
from the Indianapolis Office of the Inter
nal Revenue Department held a discussion
period.
Professor Vachel Breidenbaugh of Indi
ana State Teachers College spoke at the
October meeting on “A Unique Institu
tion.”

TERRE HAUTE
The September meeting opened the 195051 season. Miss Eleanor Braid gave an
interesting talk entitled “Hello.” The
chapter accepted an invitation from the
Wabash Valley Chapter of the NACA to
attend a meeting at which time, Dr. M. O.
Ross, President of Butler University,
spoke on “The Economic Outlook Ahead.”
The chapter held its annual public rela
tions meeting in November. Mr. William
V. Miller, Division Chief, Internal Reve-

TOLEDO
Harriette McCully, member of the To
ledo chapter, spoke at the September meet
ing on “Accounts Payable, Accounts Re
ceivable, Internal and Inventory Control.”
Mrs. Lois Cossitt, member of Toledo Man
agement Committee, spoke at the October
meeting on “How the Hoover Report and
Recommendations Affect You.”
Mrs. Grace Dimmer, National President
of ASWA spoke at the November meeting
on “The Function of the National Board
of ASWA.”

TAX NEWS
TENNIE C. LEONARD, C.P.A., Memphis, Tennessee

THE CORPORATE “FATHER OF
THE BRIDE”
Once in our experience we had a client
with an incorporated “love nest” appro
priately taxed as a personal holding com
pany, but Mr. Haverhill introduced a new
feature into corporate activities when he
attempted to persuade the internal revenue
agent that Haverhill Shoe Novelty Com
pany (15 TC No. 70) had acted as father
of the bride, Mr. Haverhill’s daughter.
Having recently attended an elaborate
and expensive wedding and reception for
the daughter of a sales minded client where
the customer-guests were curious as to what
expense account would be charged with the
entertainment, we were particularly in
terested in Mr. Haverhill’s experience.
When his daughter captured a husband,
Mr. Haverhill attempted to have his cor
poration compensated for his loss as a
father. Accordingly, customers and pros
pective customers were invited to join in the
festivities. When it came time to pick up
the check, Mr. Haverhill, knowing the gen
erosity of his corporation, “outfumbled” the
foster father, and the business paid ex
penses commensurate with the benefits it
hoped to derive.
How some of the expenses were allocated
to “shop expense” the record does not re
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veal, but it is not important since the
amount charged to “travel and entertain
ment expense” as well as that charged to
“shop expense” was disallowed on the theory
that the corporation made a gift to Mr.
Haverhill, its treasurer and majority stock
holder. Lucky Mr. Haverhill that he did
not have a more imaginative examining of
ficer who would have determined that the
corporation had paid him a dividend, or
additional salary in an unreasonable
amount!
WHY ACCOUNTANTS DIE YOUNG
Readers of the obituary section of “The
CPA” published by the American Institute
of Accountants sometimes write that maga
zine asking whether accountants die at an
earlier age than do other professional
people. We wouldn’t know what the actu
aries’ averages show, but we suspect some
reason may exist for the early demises of
public accountants who practice taxes. Con
sider the sad case of Mr. Anonymous Ac
countant who audited the books and pre
pared the tax returns of Reliance Factoring
Corporation (15 TC No. 81).
During a routine examination of the cor
poration’s return, an internal revenue agent
proposed a deficiency of $526.60 under sec
tion 102 of the Internal Revenue Code. In

stead of agreeing to this bargain, the con payer, but apparently left the door open
scientious accountant filed a protest and at for a tax when the property constituting the
tended a conference with the Bureau on the gift is disposed of by the donee.
issue. It was then that the Bureau’s con
If this theory of taxation is carried to
feree learned for the first time that the tax its logical conclusion, it may become neces
payer-corporation was in fact a personal sary for you to warn your clients that a
holding company. Mr. Accountant had to gift of waste paper to the Salvation Army
admit it, and the taxpayer paid $23,818.55, may result in taxable income.
instead of the original $526.60.
That goes to show that sometimes we
“AN AMERICAN GUERRILLA”
don’t know when we are well off; or the
IN THE TAX COURT
wisdom of the old adage, “Let well enough
Iliff David Richardson enlisted in the
alone,” or something, but let’s also con
U. S. Navy in July, 1940, was sent to
sider, “It could happen to any of us.”
Manila in January, 1941, and in October of
that year was assigned to duty in Motor
MORE BLESSED TO GIVE ???
Torpedo Boat Squadron Three. Having
When we were taught in Sunday School been an ardent reader of books based on
that it is more blessed to give than to re travel and adventure, he decided to write
ceive, little did we think that the blessing a book about his own experiences and, fol
would be taxable as income. For the past lowing the advice given him by Richard
ten years we have had the irrefutable word Halliburton and Delbert Harter during his
of the Supreme Court in Helvering v. Horst, college days, he began compiling memoranda
311 U. S. 112, that the satisfaction that of the experiences of his associates and him
comes from giving may be measured in self. Twice his memoranda were lost and
dollars and taxed as income in certain cases, rewritten from memory.
but it has been only within the last few
When Richardson returned to the United
years that the Commissioner has tried to States in 1944, he began work, with the
tax the satisfaction earned by the generous help of a professional writer, on the book
donor.
subsequently published under the title of
Give the Commissioner a dollar and he’ll “An American Guerrilla in the Philippines”,
try for five, and following the opening given the motion picture rights to which were sold
him by the Supreme Court, he ruled in 1948, to Twentieth Century-Fox Film Corpora
IT 3910, that a farmer realized taxable in tion.
come upon making a gift to a charitable
Since he had started gathering material
organization of agricultural products hav for his book in 1941 and it was not pub
ing no cost basis.
lished until 1945, Richardson’s tax counsel
The Commissioner now having made the recommended the advantages of section 107,
five tried for the twenty-five and ruled, IT but the internal revenue agent who ex
3982, that a gift by a father to his son of amined the return, more familiar with the
feeder cattle which he had raised and which literature as produced in the classic halls
had no cost basis in his hands, resulted in of the Bureau of Internal Revenue, denied
the receipt of taxable income by the father that Richardson’s original notes made in
to the extent of the fair market value of 1941 had any connection with the finished
the cattle at the date of the gift.
product sold in 1945.
Fortunately for the veteran, Judge Van
It is worthy of note that in the Horst
case the donee converted the gift to cash Fossan was more sympathetic and his
shortly after its receipt; there was no con opinion proves how delicate is the balance
version in connection with the gift to the of justice as dispensed by the Tax Court:
charitable organization; and in IT 3982,
“Even the preparation of so prosaic
it was stated that the gift was sold by the
a thing as an opinion of the Tax Court
donee within eight months after its acquisi
is cast in the same mold. It has hap
tion.
pened in the experience of the writer
that a first draft of an opinion reach
Now the Commissioner, reveling in his
ing one result is entirely discarded and
apparent success, tried for the jack-pot, but
an opinion reaching the opposite result
lost in the case of W. G. Farrier Estate, 15
finally arrived at. But who can say
TC No. 41. He attempted to collect an in
that the time spent in drafting and
come tax on the gift of cattle where the
writing the discarded opinion was not
court found that no contract for sale or
part of the total time spent in prepar
thought of sale existed at the time the gift
ing the final opinion?”
was made. The Tax Court upheld the tax
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THE CONTRARY COMMISSIONER
One of the major headaches of tax con
sultants for the past few years has been
the devising of plans for deferring com
pensation of highly paid executives. Usually
the Commissioner attempts to tax such com
pensation at the earliest possible date.
Mr. Fred C. Hall (15 TC No. 30) re
ceived fifty shares of stock in the Ohio Air
craft Fixture Company in consideration of
the signing of an employment contract.
However, the certificates were to be en
dorsed in blank and turned over to the
Treasurer of the Company who was to give
Mr. Hall a certificate for 25 shares when
he had completed one year of his contract
and the other 25 shares at the end of his
second year of employment.

Mr. Hall reported the value of the fifty
shares as income in the year received, 1942.
When it was determined that the tax would
be greater if the shares were reported as
income in 1943 and 1944, the Commissioner
moved to the other side of the fence and
determined that Mr. Hall’s compensation
should be deferred until he actually re
gained physical possession of the stock. The
Tax Court agreed with the Commissioner.
So do we but we’d never try to get by with
such a plan if we wanted the compensation
deferred.
Some of the tax commentators have
pointed out that the Commissioner’s face
may be red as a result of this decision
when he moves back to the other side of
the fence.

IDEA EXCHANGE
PHYLLIS M. HAAN, Grand Rapids
The responsibility placed upon the office lars, as well as make it easier for the
executive is greater today than ever employee.
before.
Maybe you feel you need an entire
He is the one who must furnish the fig change of system. Sometimes calling in
ures that keep materials and parts moving outside systems men will accomplish the
toward scheduled assembly points, insure results you need.
prompt payment of labor, and furnish
Before you do anything, why don’t you
management with statistics for prompt de bring the problem to the attention of your
cisions, quick action.
Chapter’s educational chairman. Your
The office executive today is also taking problem furnishes her committee with ma
his rightful position along with sales and terial for study groups as well as giving
manufacturing executives in sharing re you the opportunity of having many opin
sponsibility for increases or decreases in ions to choose from in arriving at the most
satisfactory solution.
cost.
You will find higher executives willing
In meeting this responsibility office ex
ecutives find that they have the co-opera to co-operate in providing each desk the
tion of higher executives, who understand right machine or tool and the right train
thoroughly that in the office as well as in ing to enable the employee to do the work
the factory well-trained, well-equipped at that particular desk in less time, with
employees can complete more work at less greater accuracy, and with less effort—
cost than untrained, inefficient employees. all it takes is stating the facts to him—
If the responsibility is placed in your giving him a solution; he will act, for he
hands to short-cut methods, and you do is not adverse to putting more dollars in
not feel completely confident of being able his pocket through savings in operations.
*
*
*
to accomplish the desired results, try dif
ferent methods—use a stop watch, if nec
One of the members of the Los Angeles
essary, to show the savings in one over Chapter has devised a clever method of
the other.
presenting her credentials on a moment’s
If an adding machine is used on work notice.
She has had her certificate photographed
involving mostly multiplication and divi
sion; and someone else you have talked to and reduced to card size to fit her wallet.
is getting faster results using some make She can carry it with her at all times and
of calculating machine, borrow a calcula have it conveniently handy for ready ref
tor and test it—maybe a small expendi erence when calling on clients, prospec
ture will save you not only time but dol tive clients, and tax authorities.
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